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"CERTIFTED HAIL
Dear kpplicant. ' E

We have considered your application for recognition of exemption from Federal e
income tax under section 501(c)(7) of the Internal Revenue Code and have -
determined that you do not qualify for exemption under that section. Our
reasons for this conclusion and the facts on which it is based are explained
below.

The purpose of your organization is to provide low cost flying privileges to
members and to spread the huge upfront costs and risks assoclated with owning
and operating an aircraft among membars.

Its activities consist of offering low cost flying privileges to members. and

also providing hish quality, low cost flight training for those club members .
who require such training. HNo other activities are presently engaged‘in‘or;f
contemplated. B o

Your income is derived from membership dues, rental and instruction fees, also
assessments to cover the cost of 1nsurance, tie downn, engine rebu1lds, and
other necessary naintenance. J‘ DR
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‘rhe location of the first aircraft, a _ wiu"be at I

S _ 1s tho President. Direc..or of the Board and holder of all officer A
" positions.w} o Lo A oo ) R ‘ o

'!Section 501(c){7) of ‘the Internal Revenue Code prov1des for exemption for
."clubs, o;ganized for p1easure,.recreation, and ‘other. nonprofitable purposes,




In order for a club to meet.the regnirements for exemption under section C
501(c) (7) of the Code there must be an established membership of individuals, :
personal contacts, and fellowship. Furthermore, a commingling of members must

play a material part in the activities of the organization. See Revenue

Ruling 58-589, CB 1958-2, 266 and Revenue Ruling 69-635, CB 1969-2, 126.

It was held therefore that the club described above did not gqualify for
exemption from Federal income tax under section 501(c)(7) of tha Code because
the sole activity of the club was rendering flying services to its members and
there was no significant comminling of its members.

Revenue Ruling 67~428 published in Cumulative Bulletin 1967-2, on page 204,
concerns an organization formed for the purpose of governing and developing an
amateur sport in the United States. Its members are clubs devoted to the
pursuit of the gport; it hus no individual members. Delegates appointed by
the membar clubs meet periodically to cenduct the affairs of the assoclation.

This revenue ruling further provides that "although fellowship need not be

present between each member and every other membeor of the c¢lub, it must

constitute a material part of the organization's activities.™ In this

respect, statewide organizations made up of individuals but broke up into

local groups satisfy the requirement of 501{c¢)(7), if fellowship constitutes a

material part of the organization's activities., This ruling states that

fellowship between members cannot play a material part in the acflvitles of an
organizaticen which is composed of artificlal entities. - .

Our review of the information submitted in your application indicates that vou
do not meet the criteria to be exempt under this section. Your activities, as
described, indicate that you are organized wlike the flying club deacribed in
Revenue Ruling 70-32. Like the organization discussed in this revenue ruling,
you have alsc not demonstrated that regular social contact and fellowship
constitute a material part of your organization's activities.

Therefore, we have concluded that you do not qualify for exemption Erom
.Federal income tax as an .organization described in ssction 501({c}(7) of the oo
Code. In accordance with this determination, you are rbquired to file Federal
incone tax returns on Form 1120. - j -

.

If you do not agrae with our determination, you may regquest consideration of -
this matter by the Office of Regional Director of Appeald. "Te do this youx
should file a written appeal as explained in the enclosed Publlcation 892,
Your. appeal should give the. facts, law, and any other information to support
jyour position. 'If you want 'a hearing, please request it when “you' tile vour
*appeal and you will be contacted to arrange a date., : .
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The hearing may be reld at the régionalxoffice, or, if you request, at any
mutually convenient district cffice. If you will be represented by someane vho
is not one of your principal officers, that person will used to file a power

aof attorney or tax authovization with us.

If you don't appeal this determination withi: 30 days from the date of thisg
letter, as axplained in Publication 892, this letter will become our £inal
determinacion on this matter. '

Appeals submitted which deo not contain all the documentation required by ,
Publication 892 will be returned for completion.

If vou have any questions, please contact the person whose name and tslephonse
number are shown in the heading of this letter.

District Director

Enclosure: Publication 892




